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The article surveys the history of economic warfare from the Seven Years’ War to the present. Three 
different aspects of economic warfare are studied: international law, effectiveness, and strategies. From 
the seventeenth century until World War I economic warfare scholarship was dominated by the 
perspective of international law. But as belligerents ignored jurists’ rules of acceptable conduct in 
economic warfare, the international law approach receded into irrelevance. Practitioners and analysts 
alike have differed over the effectiveness of economic warfare. Its lack of success against Germany in 
World War II was a severe blow to the prestige of the blockade weapon. Economic warfare protagonists 
had underestimated the capability of a determined power elite, controlling the army, to retain power 
despite economic hardship. In general, economic warfare seems able to do little more than shorten 
conflicts. Strategies of economic warfare have two dimensions: the institution of blockades and other 
measures ‘at large’, and the question of according to which principles one should draw up lists of 
prohibited items. Developments on the first dimension have gone full circle, from Napoleon’s 
Continental self-blockade prohibiting imports from the United Kingdom while promoting exports, to 
the CoCom embargo of the USA and its allies restricting exports to the Warsaw Pact countries without 
attempting to prevent imports. On the second dimension, lists of contraband swelled until by World War 
II they became all-encompassing. In modern wars every good can have relevance to the war effort. 
Economists have even pointed out that the most strategic item is not the one having the greatest military 
use but the one relatively most expensive for the adversary to produce domestically and therefore 
bringing the greatest gains from trade. 


1. Introduction in particular the effectiveness of economic 


Blockades and other economic warfare 
measures are popular means of statecraft: 
the 1990s has already seen the blockade 
weapon used against Iraq and Serbia. The 
affection of statesmen for economic warfare 
has not been matched, however, by a similar 
interest by analysts. This article represents 
an attempt to synthesize the history of 
modern economic warfare from the Seven 
Years’ War to the present. The subject is 
approached from three different angles. I 
treat only briefly a perspective which tra- 
ditionally has been very popular, namely 
that of international law. More space is allot- 
ted to another perspective: the practice and 
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warfare. My main approach, however, is a 
third perspective: that of strategies of econ- 
omic warfare. Under this heading I discuss 
measures directed at the adversary’s econ- 
omy in general and measures directed 
specifically at goods relevant for his war 
effort. 

Before moving on to the three perspec- 
tives — international law, effectiveness, and 
strategies — a definition of economic warfare 
is called for. As I have spent some energy on 
this subject elsewhere (Ferland, 1991a, b) I 
merely explain how I understand the term in 
the context of this article. ‘Economic war- 
fare’ here implies an intense, coercive dis- 
turbance of the economy of an adversary 
state, aimed at diminishing its power. It is 
analytically distinguished from ‘military 
warfare’, which attacks the adversary’s mili- 
tary capabilities, not its economic resources. 
In practice of course the two forms of war- 
fare may overlap, as for example strategic 
bombing destroying military targets as well 
as industrial plant.. Economic warfare can 
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be waged separately — in which case the 
measures are often called ‘sanctions’ — or in 
conjunction with military warfare.* While 
not ignoring sanctions unaccompanied by 
military warfare, the main focus of this 
article is on economic warfare as part of a 
war effort.° 


2. International Law 

The perhaps most popular way of approach- 
ing economic warfare — although less in 
vogue today — has been via international law 
(Alford, 1967; Bernard, 1870; Jack, 1940; 
Pares, 1975; Pyke, 1915). Showing great 
command of juridical intricacies, scholars 
since the Dutch seventeenth century law 
expert Hugo Grotius have defined and 
refined the concepts of blockade and contra- 
band and have studied the relation between 
economic warfare and: neutrality. The con- 
flict between on the one hand belligerents 
attempting to cut off the enemy’s trade, and 
on the other hand neutrals tempted by the 
profits of taking over that trade, preceded 
both the Seven Years’ War and Grotius: 
much of the labor of international jurists has 
been devoted to the Sisyphean task of estab- 
lishing lasting rules that might ease the ten- 
sion between belligerents and neutrals. A 
brief look at the history of neutrals’ rights is 
therefore appropriate — all the more so since 
it indicates why this path that once was so 
popular is today practically deserted. 

In the eighteenth and nineteenth cen- 
turies the blockading country was often 
Great Britain. Britain’s command of the 
seas provided the opportunity to blockade 
enemy ports and stifle enemy shipping by 
capturing merchantmen on the high seas. 
Continental countries at war with Britain, 
faced with the prospect of their merchant- 
men being captured, opted for a second-best 
solution: they let neutrals carry their trade, 
to the chagrin of the British. Neutrals were 
only too happy to take over a profitable 
trade which was made even more profitable 
by war — if also more dangerous. Led by the 
Dutch, the neutrals’ answer to British com- 
plaints about their helping the enemy was 
the formula ‘free ships, free goods’: that is 
to say belligerent goods on neutral ships 


were not liable to capture (Consett, 1923; 
Pares, 1975). The exception was contra- 
band: goods for military use, to which I 
return below. 

At the outset of the Seven Years’ War, 
British naval power had become sufficiently 
overwhelming for London to formulate “The 
Rule of the War of 1756’. Refined by British 
jurists, this Rule stated that ‘a neutral has 
no right to deliver a belligerent from the 
pressure of his enemy’s hostilities, by trad- 
ing with his colonies in time of war in a way 
that was prohibited in time of peace’ 
(quoted from Heckscher, 1922, p. 36).* To 
this was added the so-called Doctrine of 
Continuous Voyage. The Doctrine was di- 
rected against the French practice of ship- 
ping colonial goods from the French West 
Indies to West Indian ports controlled by 
neutrals like the Dutch or the Danes; the 
goods would then be reloaded onto neutral 
ships, which unhindered by British men-of- 
war would take the goods for sale in Europe 
~— to the relief of the treasury in Paris. The 
Doctrine deemed such practice one voyage. 
The effect was to make neutral ships carry- 
ing French colonial products liable to cap- 
ture (Pares, 1975, pp. 204-223, esp. 222- 
223, and 261-264). 

Exactly one hundred years after the Rule 
of 1756, during the Crimean War, fear of 
privateers got the better of Britain and 
induced London to sign the 1856 Declar- 
ation of Paris. The ratifying powers 
(Britain, France, Russia, Austria, Prussia, 
Sardinia, and Turkey) on the one hand abol- 
ished privateering; on the other hand they 
accepted that, apart from contraband, 
enemy goods on neutral ships as well as 
neutral goods on enemy ships were to be 
immune from capture on the high seas 
(Jack, 1940, pp. 59-63). The right of 
belligerents to declare a blockade of enemy 
ports was not disputed — as long as the 
blockade was effective and not merely a 
paper blockade. The (unratified) Declar- 
ation of London of 1909 elaborated the Dec- 
laration of Paris but did not alter basic prin- 
ciples (Jack, 1940, pp. 68—69).° 

The dispute between belligerents and 
neutrals was thus in law solved in favor of 
the latter — until the house of neutrals’ rights 
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was brought down by the weight of World 
War I. One wall crumbled when Germany 
in February 1915 declared the North Sea 
and the area around the British Isles and 
Ireland a ‘war zone’ in which neutral ship- 
ping would be sunk (Guichard, 1930, pp. 
40-41). Another fell when in March Prime 
Minister Herbert Asquith commented on 
the British Reprisal Orders, explaining that 
Britain did not intend to let itself be ‘stran- 
gled in a network of juridical niceties’ 
(quoted from Consett, 1923, p. 40). The 
door of international blockade law had been 
kicked in as early as in 1861, however, when 
the American Civil War provided an indi- 
cation of the fragility of neutrals’ ‘rights’ ina 
major armed conflict. In 1856 the USA had 
refused to sign the Declaration of Paris on 
the grounds that the Declaration did not go 
far enough: excluding contraband, Wash- 
ington wanted immunity for all private 
property at sea. The immunity was to apply 
to enemy or neutral goods alike, on enemy 
ships as well as on board neutral merchant- 
men. But when the Civil War came and the 
Confederate government commissioned pri- 
vateers, the US authorities were quick to 
indicate their willingness to sign the Declar- 
ation of Paris. The Union proceeded to 
declare a (paper) blockade of the whole 
Confederate coast and bend other rules of 
international law when opportune (Alford, 
1967, pp. 322-323; Jack, 1940, pp. 62-68). 

What ruins remained after World War I 
of the jurists’ elaborate structure were razed 
when the USA entered World War II and 
pressured neutrals to conform with allied 
policy (Medlicott, 1959, p. 61). Today the 
body of learned works on blockades and 
neutrals’ rights is of little value except as 
testimony to the prestige attributed to inter- 
national law during the two hundred years 
preceding World War II. 


3. Effectiveness 

The concept of neutrals’ rights is a relic. Of 
more contemporary relevance is our second 
perspective: the effectiveness of economic 
warfare. Both scholars and practitioners 
of economic warfare have taken up this 
question (Consett, 1923; Doxey, 1980; Gor- 
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don & Dangerfield, 1947; Medlicott, 1952 & 
1959; Parmelee, 1924) but only David Bald- 
win (1985, pp. 115-205) has undertaken a 
systematic, comparative discussion of it, 
and, unlike this article, he concentrates on 
sanctions unaccompanied by military war- 
fare.© Conclusions must therefore be 
handled with care. 

Let me first observe that the crucial 
question ‘does economic warfare work?’ is 
really the futurologists’ ‘will it work?’ dis- 
guised in the present tense. The contribu- 
tion of historians to the discussion of the 
effectiveness of economic warfare has in 
general been to offer a verdict on an alto- 
gether more modest question, namely ‘has it 
worked?’. The diligent or adventurous take 
one further step, seeking to identify which 
factors made economic warfare work and 
which factors acted against its effectiveness. 
The final step is altogether more daring: the 
combination of these factors into a theory 
describing conditions under which economic 
warfare might work. Historians have pre- 
ferred to leave the modeling of general 
theories to others. This may be because of 
the profession’s hostility towards such work. 
Or perhaps the attempts of economic war- 
fare historians to determine the effective- 
ness of economic warfare in_ specific 
instances are so laden with qualifications 
that the mere thought of formulating 
general theories makes the historians 
shrink. 

In the case of those three major wars after 
the industrial revolution in which economic 
warfare played a significant role — the Amer- 
ican Civil War and the two World Wars — 
the verdict as to its effectiveness is incon- 
clusive. Analysts writing between the World 
Wars put great faith in the value of econ- 
omic warfare, whereas post-World War II 
writers have been more pessimistic. 

Interwar analysts Maurice Parmelee 
(1924, p. 7) and D. T. Jack (1940, p. 64) hail 
the Union blockade of the Confederate 
coast as, respectively, ‘one of the principal 
factors’ in the Civil War and as having ‘con- 
tributed materially’ to its outcome. Postwar 
US historians have been more careful, 
although there seems to be no consensus on 
the matter (Donald, 1960). Parmelee (1924, 
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p. 266, also pp. 235-236 and 245-246) and 
Jack (1940, p. 144) use similar expressions 
as to the effect of economic warfare in 
World War I, and are supported by contem- 
poraries Louis Guichard (1930, pp. 303- 
308) and, most forcefully, M. W. W. P. 
Concett, British Naval Attaché in Scandina- 
via during the war.’ Guichard, however, 
although concluding that ‘the enfeeblement 
of Germany by reason of her encirclement 
was one of the main factors of victory’, also 
asserts that after the Treaty of Brest- 
Litovsk allowed Germany to draw upon the 
vast resources of Eastern Europe, ‘none but 
a bold man would affirm that in the event of 
hostilities having been prolonged any more 
definite results would have been achieved by 
the economic war’ (Guichard, 1930, pp. 308 
and 306). Again, analysts today are more 
cautious. Margaret Doxey calls the block- 
ade ‘a factor’ behind the German defeat 
(Doxey, 1980, p. 12, emphasis added; see 
also Medlicott, 1952, p. 3). Avner Offer 
(1989, p. 76, also pp. 72-78 passim and p. 
406) deems it futile to try to separate the 
pressures effected by economic warfare on 
the German home front from military press- 
ure on the western front. Whether, in World 
War I or in the Civil War, the blockade was 
a necessary condition for the eventual result 
is still in the air. It seems safe to argue that it 
shortened the conflicts, but no-one can tell 
by how many weeks or months. 

World War II put an end to the strong 
faith in the blockade weapon. David Gor- 
don & Royden Dangerfield, of the Blockade 
Division of the US Foreign Economic Ad- 
ministration, in 1947 would go no further 
than calling economic warfare ‘a valuable 
auxiliary’ (1947, pp. 193-211, quote from p. 
211). W. N. Medlicott, in his two-volume 
account appearing in the 1950s, observes 
that although the blockade effectively cut 
off Germany from overseas supplies after 
1942, ‘at no stage during the war was 
Germany decisively weakened by shortages 
due to the blockade alone.’ The blockade 
worked on the margins, whereas another el- 
ement of economic warfare, strategic bomb- 
ing, hit the German Achilles heel of fuel 
supply in 1944 (Medlicott, 1959, pp. 630- 
659, quote from p. 631).° With regard to 


Japan, however, Medlicott asserts that 
intensified economic warfare constituted an 
alternative to the atomic bomb as well as to 
an invasion. He claims (1959, pp. 123 and 
401-408) that Tokyo could have been 
forced to surrender at least as quickly and 
with less loss of life by a maritime blockade 
combined with air raids destroying internal 
links of communication. 

Medlicott, the careful historian, presents 
no general theory on the effectiveness of 
economic warfare. He notes, however, that 
its value is totally dependent ‘on the pecu- 
liar circumstances of the blockaded power’. 
An island power with very limited indigen- 
ous resources, such as Japan (or Britain), 
might be brought to its knees by a maritime 
blockade alone. Vast continental powers 
like the USA or the Soviet Union, however, 
have too great a potential for self-sufficiency 
to be vulnerable. Germany was situated 
somewhere between these extremes, but 
probably closer to the US/Soviet type than 
to the Japan/UK type of power (Medlicott, 
1959, p. 661).” 

Neil Alford, although concentrating on 
international-law aspects of economic war- 
fare, offers sobering comments on its effec- 
tiveness. Analyzing Robert Lee’s surrender 
in the American Civil War, Alford con- 
cludes that it ‘was produced primarily by 
military pressure. Economic warfare [the 
blockade and the Union seizure of the Ten- 
nessee copper mines] tended to affect prin- 
cipally its timing’ (1967, pp. 23-24, quote 
from p. 24). His general conclusion (1967, 
p. 22) is that military warfare is much more 
effective than economic warfare. ‘In a cul- 
ture conditioned to the use of wealth as a 
major basis for the exercise of power the 
tendency is to overestimate the potential of 
economic warfare’, he observes. ‘Military 
power applied to an adversary may force 
major policy changes. Economic warfare 
alone seldom achieves this result.’ Alford is 
supported by Doxey, who discourages those 
who would like to see economic sanctions 
(as she calls it) as an alternative way of forc- 
ing aggressor nations to comply with inter- 
nationally accepted modes of conduct. She 
concludes that ‘except in hypothetical cases 
of extreme vulnerability amounting to total 
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economic dependence on the states impos- 
ing sanctions, or of universal economic 
ostracism, the coercive properties of econ- 
omic sanctions are limited. Their impact can 
be reduced, overcome, or sustained, and 
the will to resist in the target may be 
strengthened’ (Doxey, 1980, pp. 125-132, 
quote from p. 131). 

Alford explains the relative impotence of 
economic warfare in the following way. The 
aim of warfare — economic as well as mili- 
tary — 1s to achieve major policy changes in 
the target state. Unless the warfare triggers 
a revolution ousting the old government, 
the target is the enemy’s power elite. For a 
strategy to succeed, it must produce physical 
disequilibrium within the enemy state to 
such a degree that the power elite sur- 
renders. The resistance of the enemy power 
elite may be so intense, however, ‘that the 
degree of disequilibrium required may 
necessitate more coercion than can be de- 
veloped in economic warfare’ (Alford, 1967, 
pp. 20-23, quote from p. 22). The possi- 
bility of a revolution may qualify this con- 
clusion. But if the power elite is very deter- 
mined to stay in power and controls the 
armed forces, revolution has little chance of 
success. Intense economic warfare — includ- 
ing a complete blockade and _ strategic 
bombing of industrial targets — may in such 
cases merely lead to civilian suffering with- 
out achieving the sought-after policy change 
by the power elite. 

The Persian Gulf crisis of 1990-91 points 
to some of the shortcomings of economic 
warfare. After the Iraqi invasion of Kuwait 
on 2 August 1990, the United Nations 
ordered an economic blockade of Iraq. All 
exports and imports were embargoed, save 
for medicines and, in humanitarian circum- 
stances, foodstuffs (UN Resolution 661, 6 
August 1991, quoted in Darwish & Alex- 
ander, 1991, p. 308). During the following 
months the blockade was tightened until it 
was as effective as any economic blockade 
could be expected to be. The population of 
Iraq, a semi-industrial country much depen- 
dent on imports, suffered tremendously. 
But Saddam Hussein refused to let go of 
Kuwait, annexing it instead. In January 
1991 the UN forces attacked Iraq, launching 
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a massive air strike which destroyed Iraq’s 
fighting strength and the morale of Sad- 
dam’s soldiers, and decimated further an 
economy already crippled by the blockade. 
But Saddam stayed put and told his country- 
men that victory was near. When the ground 
attack finally came, the Iraqi forces in 
Kuwait surrendered en masse. Kurds and 
Shia Muslims revolted. But Saddam, having 
wisely salvaged his Revolutionary Army 
from the UN onslaught, sent it out to crush 
the Shias and the Kurds and remained in 
power. At the time of writing, more than 
two years after the institution of the UN 
blockade, economic devastation of terrible 
proportions has not made Saddam flinch — 
nor does it seem that he is about to lose his 
hold on the armed forces and hence on the 
country. It seems impossible to avoid the 
conclusion that economic warfare is impo- 
tent when waged against a confident and 
ruthless power elite with a firm grip on the 
army.’° 

The collapse of Soviet Communism need 
not qualify the above conclusion. Of course 
the Western cold economic warfare ham- 
pered the Soviet economy. But although it is 
impossible without access to Soviet sources 
to form any enlightened opinion as to the 
magnitude of such difficulties, the effects of 
the CoCom embargo on the civilian econ- 
omy can have been no more than marginal. 
And what brought down Communist rule 
was the crisis in the Soviet civilian economy 
~ the failure of Communism to deliver con- 
sumer goods — along with the general col- 
lapse of Soviet authority brought about by 
glasnost and other Gorbachev efforts 
designed to transform a static society.'! It 
would indeed be overselling to argue that 
the fall of Soviet Communism proves that 
economic warfare can work — because the 
Western strategic embargo was never meant 
to bring about such an outcome. Some early 
enthusiasts envisaged that without imports 
from the West, the Soviet economy would 
be ‘grinding to a stop like an unwound clock 
within a period of five to ten years’. But this 
prospect was never taken seriously in Wash- 
ington (F@rland, 1991b, pp. 106-107). The 
CoCom venture was a moderate program of 
economic warfare never intended to bring 
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about a Soviet surrender. It was, one might 
say, a defensive not an offensive strategy. 


4. Strategies 

The rest of this article 1s devoted to strat- 
egies of economic warfare. By ‘strategy’ I 
mean, following John Lewis Gaddis (1982, 
p. vill), ‘the process by which ends are 
related to means’. From the Seven Years’ 
War to the present, economic warfare strat- 
egies have varied tremendously, responding 
to developments in military warfare, the 
economy, and economic theory. I follow the 
evolution of economic warfare strategy 
along two dimensions. The first relates to 
economic warfare ‘at large’, i.e. in relation 
not to specific items but to the economy in 
general. My main task here is to explain a 
paradox of economic warfare history: why 
was it that Napoleon, figuring that Britain 
could be defeated by a Continental self- 
blockade, refused to import goods from 
Britain — whereas Britain and its allies in the 
World Wars of the twentieth century insti- 
tuted a blockade against the then ruler of 
the Continent, Germany, attempting to 
defeat the Kaiser and Hitler by cutting off 
external supplies? Similar means, in other 
words, were employed to serve diametri- 
cally opposing ends. 

The second dimension relates to a nar- 
rower aspect of economic warfare, namely 
adversaries’ attempts to prevent the export 
to the enemy of goods useful to his war 
effort. Until the World Wars, developments 
along this dimension were signified by the 
expansion of the term ‘contraband’. Postwar 
developments have centered around the in- 
terpretation of the related concept of ‘stra- 
tegic goods’. The dilemma of how to treat 
goods useful for military as well as civilian 
purposes has been further complicated by 
the attempt of economists to make decision- 
makers conceive of strategic goods as 
including items of no military use what- 
soever. 


4.1 Blockades and Trade Wars 

The idea of a blockade — the cutting-off of 
an enemy from external trade — 1s ‘as old 
as war between civilized communities’. In 


295 Bc the king of Macedonia used a mari- 
time blockade to starve and defeat Athens 
(Pyke, 1915, pp. 20-21, quote from p. 20). 
By the eighteenth century, however, econ- 
omic warfare had taken two separate direc- 
tions which were partly conflicting. On the 
one hand there had developed a regime con- 
trolling contraband: goods of direct military 
relevance that were liable to seizure 
whether shipped in belligerent or neutral 
bottoms. I return to these goods below. For 
the moment I follow the other direction 
which economic warfare had taken: that of 
trade wars. 

The trade wars of the eighteenth century 
were an integral part of that period’s domi- 
nant economic theory: mercantilism. Seeing 
commerce as the most important way of 
achieving wealth —' and seeing wealth as a 
major source of power — nations great and 
small indulged in a quest for overseas col- 
onies and their produce. Seeing the volume 
of international trade (and of gold and 
silver) as more or less static, nations con- 
sidered they could enrich themselves only 
by taking over the trade of other countries. 
One way of accomplishing this was wrestling 
colonies from competitors through wars, 
simultaneously taking over the carrying 
trade. An alternative — less profitable but 
preferred by lesser powers like Denmark or 
Holland, who were falling behind the great 
powers of Britain and France in military 
strength — was to specialize in carrying 
goods between other countries’ colonies and 
Europe. And seeing as their aim not the 
consumption of manufactured or colonial 
goods but the accumulation of precious 
metals, governments promoted not the 
import but the export of goods — to be paid 
for in gold or silver. This applied to colonial 
goods as well as to domestic products. 
Goods from other countries (or their col- 
onies) were discouraged from competing 
with domestic (or colonial) products by 
customs barriers or other protectionist 
measures (Heckscher, 1953, pp. 3-42; 1922, 
pp. 9-15 and 39; also Wilson, 1957; and 
Baldwin, 1985, pp. 72-74). 

In the seventeenth and eighteenth cen- 
turies the application of mercantilist theory 
led to a series of colonial wars involving 
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Britain, France, Spain and lesser powers. 
The Rule of 1756 and the Doctrine of Con- 
tinuous Voyage sprang out of these wars, as 
Britain struggled to prevent neutrals from 
sailing off with that profitable trade which 
British men-of-war had denied France and 
now wanted to reserve for British merchant- 
men. The way to wealth being exports not 
imports, however, no attempt was made to 
cut off the enemy from overseas goods apart 
from those coming from his own colonies. 
(The exception was contraband, which rep- 
resented only a small amount of inter- 
nationally traded goods.) On the contrary, 
according to Eli Heckscher, ‘enemies were 
always looking for a possibility to flood a 
country with goods’ in order to draw from it 
gold and silver (Heckscher, 1953, p. 37).'? 

After the gradual demise of Holland, the 
great power most dependent on inter- 
national trade for its prosperity was by far 
Great Britain. Steeped in the beliefs of mer- 
cantilism, then, it was a logical if imagina- 
tive idea for Spain, about to enter the Seven 
Years’ War on the side of France, to suggest 
that Britain might be defeated through 
bankruptcy if the continental powers were 
to close their ports to British commerce 
(Robson, 1957, esp. p. 482). The plan was 
not acted on during that war. After the turn 
of the century it re-emerged, however, in 
the brain of a man of great power and 
unbound self-confidence but limited under- 
standing of the economy. The result was 
Napoleon Bonaparte’s Continental System: 
one of those truly grandiose misconceptions 
in modern history. 

The logic of the Continental System, her- 
alded by Napoleon’s Berlin Decree of 1806, 
was paradoxical: Britain was to find itself 
‘vanquished by excess’ (quoted from 
Heckscher, 1922, p. 57). The Continental 
System amounted to no less than a self- 
blockade of France and its allies. By pre- 
venting goods from Britain and its colonies 
from entering the European Continent, 
Napoleon envisaged Britain overflowing 
with goods: ‘England sees her merchandise 
repulsed from the whole of Europe, and her 
vessels laden with useless wealth wandering 
around the wide seas, where they claim to 
rule as sole masters, seeking in vain from 
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the Sound to the Hellespont for a port to 
open and receive them’ (quoted from 
Heckscher, 1922, p. 74). The elimination of 
Continental demand would drive down 
prices of British goods, leading to what 
Heckscher identifies as the ‘prime object 
of Napoleon’s policy’, dislocations which 
eventually would ruin the credit system 
and create unemployment in_ industry’ 
(Heckscher, 1922, p. 262, see also pp. 73-74 
and the quote on p. 57). This economic cri- 
sis was in turn to play havoc with the British 
political system. 

The prevention of exports to Britain (of 
other than contraband goods) had no part in 
the Continental System. Quite the contrary: 
Napoleon encouraged French trade with the 
enemy — as long as the British paid in gold. 
The emperor was fixated on what he con- 
sidered the fundamental weakness of the 
British economy: its dependence on over- 
seas commerce and its relatively scarce 
reserves of bullion. He was unable to ap- 
preciate the workings of the British credit 
system, based to a great extent on paper 
money. Nor did he realize the potential 
markets for British goods outside Europe 
(Heckscher, 1922, pp. 59-73).'° These 
factors explain why Napoleon thought he 
could weaken the British economy even 
further by exporting goods like foodstuffs or 
liquor to Britain in return for payment in 
gold or silver. Hence his 1808 letter to King 
Louis of Holland, advising him to sell gin to 
Britain: ‘Settle the points where the English 
smugglers [sic] are to come and fetch it, and 
make them pay in money but never in com- 
modities’ (quoted from Heckscher, 1922, p. 
192).'* This combination of bullionism and 
mercantilism created a climate of ‘lively 
economic intercourse’ between France and 
Britain in which ‘exporting to the enemy 
was regarded as a patriotic action’ in Paris as 
long as the payment was in gold or silver 
(Heckscher, 1922, p. 373). 

In conclusion, and in fairness to the great 
emperor, it must be noted that the British 
economy did approach the abyss into which 
Napoleon hoped to push it. In 1811 British 
prices slumped, especially for colonial goods 
which had been flooding warehouses in 
1810. (Prices remained high on the Conti- 
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nent.) The period 1810—12 saw an economic 
crisis in Britain, with bankruptcies and riots. 
Although the crisis was not caused primarily 
by the Continental System, Napoleon’s self- 
blockade contributed to Britain’s economic 
distress (Heckscher, 1922, pp. 238-247; 
Markham, 1965, pp. 326-330). The econ- 
omic problems were in no way sufficient, 
however, to create that degree of political 
unrest in Britain which was the hinge of the 
great French scheme (Heckscher, 1922, 
_ 330-335). Moreover, the self-blockade and 
the British countermeasures caused econ- 
omic dislocations in France and on the rest 
of the Continent greater than those experi- 
enced in Britain. Outside France, problems 
were exacerbated by another side of Napo- 
leon’s economic policy: his protectionism in 
favor of France, where French business 
competed with enterprises elsewhere on the 
Continent (Heckscher, 1922, pp. 258-323; 
also Crouzet, 1964). Indeed, grievances 
against the effects of the Continental System 
on allies were one of the factors which made 
Napoleon’s allies desert him. Napoleon’s 
weapon of economic warfare turned out to 
be a boomerang. 

Although still not completely extin- 
guished, mercantilism shared Napoleon’s 
fate, being exiled to history books. An alto- 
gether different version of self-blockade, 
the peculiar Confederate strategy in the 
American Civil War, remains a footnote 
in the history of economic warfare. The 
Confederate government deliberately held 
back cotton exports in order to confront 
Britain and France, large-scale importers of 
cotton for their textile industries, with the 
prospect of major dislocations and industrial 
unrest. This was supposed to force them 
into the war on the side of the South. The 
strategy did not succeed in bringing Britain 
and France into the war, and it probably 
contributed to the Confederate loss by ex- 
acerbating its financial straits (Donald, 
1960, pp. 7-10 and 95-98).'° Today the 
theories of Adam Smith and David Ricardo 
have become the new orthodoxy, emphasiz- 
ing mutual benefits of specialization and 
trade and convincing policy-makers that the 
sole virtue of exports is to pay for imports. 
The strategy of economic warfare a la 


Napoléon is not a weapon in the armory 
of modern states. Similarities remain, as 
modern blockades normally prevents the 
adversary’s exports as well as imports, but 
then only in order to reduce its purchasing 
power in international markets.'° The 
CoCom embargo went to the opposite ex- 
treme from Napoleon, concerning itself 
solely with imports into the Soviet Union 
and its (former) allies. 


4.2 Contraband and Strategic Goods 

The history of economic warfare strategies 
‘at large’, then, is signified by an abrupt shift 
to correspond to modern economic theory 
following the demise of latter-day mercantil- 
ist Napoleon Bonaparte. The definition and 
listing of goods useful to the adversary’s war 
effort, on the other hand, has undergone a 
much more gradual evolution, reflecting de- 
velopments in the economy and in warfare. 
From the seventeenth century until World 
War II the concept of contraband occupied 
center stage on this dimension of economic 
warfare. The term 1s derived from the Latin 
contrabannum, meaning ‘contrary to a 
decree or proclamation’. It covers goods 
which, because of their usefulness to the 
adversary’s war effort, a belligerent declares 
liable to confiscation if captured on their 
way to the enemy — even if the goods are 
sailing under a neutral flag (Pyke, 1915, pp. 
6, 11, and 96). The history of economic war- 
fare is also the history of the expansion of 
the contraband concept until it became so 
all-encompassing as to lose meaning and dis- 
appear from usage. 

To identify which goods would aid an 
enemy’s war effort was never easy. For 
some three hundred years, however, states- 
men and international law experts accepted 
a threefold distinction advanced by Hugo 
Grotius in 1625. His first category consisted 
of goods useful solely (later to include pri- 
marily) for military purposes, such as arms 
and ammunition. A second class contained 
goods useful both in peace and for waging 
war, such as provisions or ships. Finally, 
there were pure luxury items and other 
goods of no military relevance at all.!’. The 
‘dual-use’ items of the second category pre- 
sented an enormous challenge to belliger- 
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ents and jurists alike. Eventually, most 
nations adopted a British practice devel- 
oped at the end of the eighteenth century. 
Guided by a prize court ruling of 1799, the 
British would determine the contraband 
character of dual-use items by the nature of 
the port for which they were heading. If the 
port was primarily naval, the goods would 
be seized. If the port was primarily commer- 
cial, they would be free to go (Jack, 1940, 
pp. 69-73; Pyke, 1915, pp. 105-138, esp. p. 
119). 

The differential treatment of dual-use 
items like foodstuffs made sense in the wars 
before the French revolution. In that era of 
professional armies, soldiers were soldiers 
and civilians were civilians. Food for civ- 
ilians would only become food for enemy 
armies if soldiers came to loot. By the time 
Britain instituted its litmus test of letting the 
port of destination determine the contra- 
band character of goods, however, the 
French ‘nation in arms’ of the Revolution- 
ary Wars had already indicated how obsol- 
ete the distinction would rapidly become. 
With civilians being transformed into sol- 
diers from one day to the other, it would 
indeed be risky to give dual-use items the 
benefit of the doubt. The defeat of Napo- 
leon, and the prestige of international law 
and of jurists who made its interpretation 
and elaboration their profession, gave old 
principles a lease of life for another one 
hundred years. The contraband regime 
reached its zenith in 1909, with the Declar- 
ation of London. The Declaration produced 
71 articles regulating economic warfare, 
including three lists emunerating ‘absolute 
contraband’ — goods of only or predomi- 
nantly military use; ‘conditional contraband’ 
— dual-use items; and ‘free goods’ — of pre- 
sumably no relevance to the war effort. The 
negotiators’ naivite was indicated by the 
inclusion in the list of free goods of such 
commodities as raw cotton, which was used 
for making explosives. 

When World War I brought a cruel end to 
juridical niceties, the contraband regime was 
hopelessly outmoded. The new nationalism, 
based on mass literacy and mass alienation, 
had created new bonds of solidarity between 
civilians and armies. Political and economic 
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developments following the industrial revol- 
ution had provided national authorities with 
an unprecedented combination of political 
power and financial and material resources. 
Mass conscription and railways shuffling sol- 
diers between different fronts or home on 
leave brought the war home to every Ger- 
man and French family. Perhaps most im- 
portantly, the industrialization of warfare 
had made the manufacturing base central to 
the war effort. Who could tell whether a 
particular shipment of raw cotton would go 
into the production of shirts or explosives? !® 

What ought to surprise us is not that the 
contraband regime became a casualty of 
World War I but that the belligerents made 
a point of adhering to it, publishing revised 
lists of absolute and conditional contraband 
and even free goods. The export to Ger- 
many of foodstuffs, on the list of conditional 
contraband, was leniently treated until the 
German authorities took control of all food- 
stuffs from January 1915 (Jack, 1940, p. 88, 
footnote 1). Only in the spring of 1915 did 
the belligerents wriggle free from the con- 
straining hand of the contraband regime. In 
February Germany abolished the distinction 
between absolute and conditional contra- 
band, and added to this merged list, articles 
‘either not at all or only very indirectly 
employed for military purposes’. In March 
the British Reprisal Order stated that any 
goods of presumed hostile destination, 
ownership, or origin would be seized (Gui- 
chard, 1930, pp. 40—43).'? 

The ghost of the contraband regime paid 
a short visit to the belligerents in 1939. For 
all practical purposes, however, it was put to 
rest when Britain in September issued con- 
traband lists that included all goods of poss- 
ible military use (Jack, 1940, pp: 148-149; 
Medlicott, 1952, pp. 70-71).“ When the 
USA entered the war in December 1941, 
the need to keep up appearances disap- 
peared as well. 

Ghosts die hard, however. Although in- 
ternational contraband law became a 
casualty of the World Wars, the dilemma 
of what to do with dual-use goods has 
continued to haunt strategists of economic 
warfare. Under the CoCom embargo, con- 
traband items have been renamed ‘strategic 
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goods’. Items useful solely or predominantly 
for military purposes have been embargoed 
without asking. But dual-use items have 
created problems ever since the establish- 
ment of CoCom in 1949-50. In part this 
stems from an unavoidable conflict between 
export interests and defense interests in 
Western countries, which to some extent 
manifests itself in the difference between 
West European and US positions. There is 
no simple solution to this quandary: splitting 
a dual-use item such as a sophisticated com- 
puter into its ‘military’ and ‘civilian’ parts is 
like King Solomon dividing the child. 

There exists an alternative understanding 
of ‘strategic goods’, however, which escapes 
the problem of determining the military use- 
fulness of goods. Economists have pointed 
out that when resources are fungible, gains 
from trade in the most civilian of items can 
be put to use in the munitions industry. The 
top strategic item is not the one that can be 
put to the most immediate military use, but 
the one that is relatively most expensive for 
the importing country to produce domesti- 
cally and therefore gives the largest gains 
from trade.?! Soviet grain import from the 
USA meant that farmers could be trans- 
ferred to the production of armaments. The 
political cost of embargoing food is so high, 
however, that this weapon can only be used 
against an ostracized power like Iraq or a 
country with which you are already at war. 
Whereas the economists have solved one 
dilemma, they ignore the political side of 
economic warfare: the inescapable fact that 
once you refuse to export ‘civilian’ items to 
another country, you brandish that country 
as a (potential) aggressor. This matters less 
when economic warfare is used to support a 
military effort, but it limits the value of the 
economists’ analysis for economic sanctions 
in peacetime. Even during the charged Cold 
War climate of the early 1950s, the CoCom 
members shied away from open declarations 
of economic warfare. 


5. Conclusion 

With regard to the future of economic war- 
fare, this article must end on a rather down- 
beat note. The two World Wars relegated 


the regime regulating contraband trade and 
neutrals’ rights to the junkyard of history: so 
much for the perspective of international 
law. Modern analysis of the effectiveness of 
economic warfare leads to the conclusion 
that if circumstances are right, economic 
warfare may shorten armed conflicts but not 
replace the use of armed force. And circum- 
stances are seldom right. With such modest 
prospects there seems to be little comfort in 
the economists’ advice as to strategies of 
economic warfare. We may not be at the 
end of economic warfare history. But 
perhaps we ought to be approaching the end 
of economic warfare illusions. 


NOTES 


1. This definition is similar to but not identical with 
that of Alford (1967, p. 11). Iam much indebted to 
Alford’s lucid discussion on pp. 11-38. I have 
departed, however, from his equation of economic 
warfare with disturbance of material resources and 
military warfare with destruction of human 
resources. An attack against for example a missile 
site — a material target — does not necessarily affect 
the enemy’s economy (i.e. his production, distri- 
bution, and consumption of goods). 

2. Alford (1967, p. 29) distinguishes between econ- 
omic warfare as a ‘primary’ and a ‘secondary’ 
policy device. The former does not necessarily 
exclude the use of military force, but the economic 
warfare element dominates. As a secondary policy 
device, economic warfare ‘is used to attrite the 
defense or blunt the attack of an adversary. 
Reliance is placed upon military action to produce 
physical disequilibrium of the adversary power 
elite’. 

3. On sanctions, see Baldwin (1985). As opposed to 
economic warfare, sanctions may be applied with 
the primary aim of sending a political signal of 
disapproval of the target state’s policy — often with 
an eye to domestic opinion as well. Thus sanctions 
as a symbol may be effective although the measures 
fail to effect the economy of the target state in any 
significant way. 

4. On the Rule’s background and precise application, 
see Pares (1975, pp. 180-204 and 223-225). 

5. The Declaration of London is reprinted in Parme- 
lee (1924, pp. 393-416). 

6. The main point in this connection is the one men- 
tioned in note 3: in peacetime, sanctions may fulfill 
a political objective by sending a message of disap- 
proval which would be of little use in wartime. 

7. Consett (1923, pp. 266-272) claims that a strict 
blockade, putting the screws on the Scandinavian 
neutrals and the Netherlands at an early stage 
instead of waiting until the USA joined in 1917, 
would have ‘sounded Germany’s death knell at an 
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10. 


11. 


12. 


13. 


14. 


15. 


16. 


17. 


18. 


19. 


early stage’ — by which he seems to mean 1915 or 
1916. Quote from Consett (1923, p. 271). 


. Medlicott deems the major contributions of the 


blockade the strains on the German economy 
following the drastic limitation of supplies; besides, 
he suggests (1959, p. 659) that the ‘encirclement 
neurosis’ created by the blockade may have been a 
factor in Hitler’s decision to attack the Soviet 
Union. 


. Gordon & Dangerfield (1947, p. 211) suggest that 


economic warfare will be less important in future 
full-scale wars because of technological capabilities 
for increased self-sufficiency on the one hand and 
nuclear weapons on the other. 

This is not implying that the blockade of Iraq 
‘failed’. A message of extreme disapproval was 
sent — to Bagdad as well as to domestic audiences — 
while the military effort was being prepared. It is 
improbable that Western policy-makers thought 
the economic bite of the sanctions would force Sad- 
dam to leave Kuwait — at least not within six 
months. 

It may of course be argued that the Soviet downfall 
was hastened by the strain to which its economy 
was subjected as a result of the arms race with the 
USA. 

My translation from the Swedish ‘fienderna lago 
standigt pa lur efter tillfallen att 6versvimma ett 
land med varor’. 

On the difference between the British and the far 
less efficient French public credit systems, see also 
Kennedy (1989, pp. 80-81 and 130-131). 

To ensure that his brother got the point, Napoleon 
repeated it at the end of his letter: ‘They must pay 
with money, never with goods, never, do you 
understand?’ Quoted from Heckscher (1922, p. 
71). 

Reminiscent of Napoleon’s strategy, the Union 
authorities had instituted their blockade of the 
Confederate coast in such a way that it was ‘better 
designed to capture cotton leaving Wilmington 
than guns and ammunition going in’ (Alford, 1967, 
p. 341). Hence they found the enemy working in 
the same direction as themselves — for diametrically 
opposite reasons. 

This was the Union strategy in the Civil War. On 
the blockade of German exports during World War 
I, see Parmelee (1924, pp. 237-238); on World 
War II, see Medlicott (1952, pp. 452-453). It must 
be mentioned, however, that Parmelee (1924, pp. 
239-240) refers to the view of G. A. Schreiner, 
who argues that the allies in World War I ought to 
have allowed Germany to import freely while res- 
tricting German exports. This would have pro- 
voked a financial crisis in Germany, as its payments 
position would have crumbled. 

For a summary of developments, see Ferland 
(1991a, pp. 199-200); for details from the First 
Punic war until World War I, see Pyke (1915). 
One these developments, see Howard (1976, pp. 
94-115). 

In deference to the Declaration of Paris of 1856 - 
but probably motivated as much by fear of US 
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wrath — the Allies declared that enemy goods on 
neutral ships would be seized but not confiscated. 
20. The concept of conditional contraband was 
retained on paper but played no role in practice. 
21. For further discussion and references, see Fgrland 
(1991a, pp. 197-198). 
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